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Th® following is an English -translation of a German translation of an official 
. ! -Caeclu>alovE& ministerial report concerning the present situation in Czechoslovak 
r, exports. TShile a lai*ge part of the report consists of theoretical considerations, 
thsTrepart begins with a detailed survey of Czechoslovak export possibilities and 
, ■ concludes with an application of tho general principles to specific Czechoslovak 
• /'' industries, Iho applications, ar e contained in an attachment which is added as an 

. ^ “: v :Ij>>appendix to the present report. Ocaaeabt. ' lha original meaning aeem3 25X1 Aj 

- p become obscured in pXstces as & result of tvro translations « } 

' confidential Ministerial tig B_C 3 5 g S Ws^o^3£jageS^^ ; 
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v 'goal and coke: ’ no -export _ difficult I qs ; 
moment* - 
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SeinlHnanufacteed products: 

. merit i . probably through oversight * there 
;is .no^capment- in the text;)* . 

v . ‘ • v , 

; Vvl ; M 5 . v f' 

Textile machinery: we are indeed . somewhat 
more expensive, but th e quality is good , 

'"1 §§Se^! 

10 mo 
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Prague 3 10 May 1%£ 


■ Goods -for which- export ..cli ff Icult lea- 
■ exist 1 ■ 


Graphites sales are influenced by . 
the 'quality.; our variety, is not as 
good* The same applies to slate. 

Semi-manufactured products and col- 
ored metal products: for. copper . 
and brass semxH'tianul ac.tu.ro d. pro.oiiCiiS^ 
our prices are about 1,5% higher 5 ior 
aluminum 3 2? to SOfytm z±m : sm±~ ; 

> manufactured products ? 30 to 30%; 
for aluminum foil,- 20 to -108$ .•.nigheiS; 

Tract or s : we are t he mo sst ©xpe n siye 
’ in Europe 9 with 30 to" higher / 
price a*- . y 

Agricultural mchine-ry 5 -prices are,. 
20 to 30 % higher® 

Motor-cycles and bicycles:- prices 
are 10 higher* 
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Diesel motors: , we are in feet 10 to 
25 % higher but^ still able to comnete* 


25X1 A 


SCE AffiHC I 

' , I 

onop macaxnes and Electric motors: these 
will have to. be muph cheaner t^an they 
sell for on the hor^e market* 

Automobiles: not qvan i^orth mentioning. 

I ■' 

Radios; 40 % higher* 

Sewing machines:' 15 f, higher* 

Typewriters: 50 t -higher, 

Dental equipment: up to 50 * higher. 

Sport and hunting g^mons: up to 60 % 
higher* 

''©tel furniture: up to 100 % higher. 

Grain railing rachipos: our models are 
antiquated but more, expensive . 


Paper goods: np difficulties encountered, 

prices higher t|»n for domestic market. Street rollers, cranes, excavators: 40 
I higher o ' 

Paper: obtains^the highest prices, very 


good quality. 


Electrical equipment: about 25 higher 
long wait for delivery. ' ' ' * 

Stone crushers, cooking equi anient, 
machines, narrow gauge locomotives, radio 
parts and receivers: 25 to 50 t higher. 


Leather gloves:, sales encounter 
no price difficulties in Holland, 
Sweden and South. Africa. 




02tm 




Chairs: 20 to 25 % higher* 

Toys: 20 to 35 % higher* 

Wooden constructions: 20 % higher* 

Smoking accessories:: 30 * higher* 

Celluloid and plastip goods: 30 * higher. 

Pasteboard: 20 % higher. 

Graphic papers: scrtpwhrit higher. 

Leather gloves: it can be said in general 
that we are about 10 to 30 ? higher as a 
result of saturati on , of the market, rise of 
the purchase tax (30,*) in England, and 
stagnation in the American market. 

Leather fancy goods, (C-lantorie ve are 5 
to 25 % high or, because of higher tariff and pur- 
chase tax. The tween : our sol ling 

prices and the ^meriqcn .retail ericas is 30C * 
as o result of hi ah duties and mark-ups by 
wholesaler and retailer* 

Mr ] 

■allets and briefcases: 40 * higher. 

Footwear: we arc 1C to 30 * higher because 
of saturated markets and luxury taxes; never- 
theless, we can still compote in rubber and 
leather shoes* 
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Leather shoe-welts: un to 30 * higher; ful- 
filment of errors in inadequate. 



Textile lett^er equipment: we are 15 to 20 {f 
higher; improvement in fulfilment of orders Is 
necessary. 


i 

1 


Transmission belts: 10 K hdrVer; in "-any case's 
the price disparity plays an important role, 
but it could be . removed , on the one bond by di- 
rect sale to the cl i qnt f a nd on , t ho ot her h r n d , 
by modernization of r^roduction. 

Tires: bicycle tires* 1$ to 30 Li hirh^r, Ht.h 
a long rail for delivery; automobile tiros* 30 
to 40 % higher because of high tariff, and in many 
cases still more expensive for particular sizes* 

i , ■ : 

Pressure hoses: 25 ^higher* 

Autoyen. Schlauche ^^ t^|gous v;elding tubes ?) t 

Gas tubes: (GasschL^uQl'ie)2^hiy;her« , 

Theel accessories (Radzubehor): 25 % higher .. 

T % are momentarily not able to comnete in hoses 
(SchlSuche); modernizing of production is neces- 
sary. 

Jgellt and Latex flat belts (Flvchyi.emen ): v.e arc 
20 to 3C % higher, . > , ■ 


Hygienic hard ^rubber: our prices 
are adequate, p specially for Euro- 
pean countries* 


Hygienic wares: we are about 25 to 
30 % higher, but can compote if **e 
make snail reductions, because we ac- 
cept payment in the currency of t v *e re- 
spective country. 


Rubber toys: r rices pm satisfactory in the United 
States alone v:e are 25 * higher, ^evelonment 
of business is hampered by an import prohibition 
in force in moat countries. 

i - 

Textile rubber wares: we arc 30 to 40 * higher. 

t,T ound rubber thread: (Gunardfaeden ): 25 to 30 
higher. v 


. f . ' . ■ ‘ 

Same, unwound: 15 to 20 £ higher. 

Textile products: 10 tp 20 * higher. Our pro- 
duction is more exnensiye because v. T e start from 
domestic ca Iculr.t ion, vb| ch is meaningless from 
the export standpoint. 


Chemical nroducts: while they c ? n compete in 
some markets, in others they rre 10 to 40 T ’ 
higher. If re ■ nm not compete in ^ricc?, still 
can comr.cte through rapid deli' ^ry 0 


Ceramics: no export difficul- 
ties are encountered for porcelain 
which is offeree^ at 30 * lover nric 
by competing German firms. 

Glasq: despite higher prices we can compete because of better quality 
■ Fr&hqe is delivering Thonhr- lie cr Cnmpa.si model coffee p>sseo to Swrit- 
serldnd about 10 % cheaper, There arc factories ia France which could 
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produce this ware* but its orico would be highs r thqn ours if the qwlitv 
weref better. The Cesky Kristal Glass “orks could offer tMs ware even 
at epeaper prices tVn the French, .but has more profitable or^e?3 in 
Switzerland* Belgium could produce this rave even, more cheaply but in 
lessor quantity. There is o vast body of such d<?u| from various conn- 
triep for various tyoep of gin so- gin ss for business puroosea, cut /■‘lass, 
glnss for illuminating and laboratory use, leaf glass, tainted ss, 
crystal, Gabions?; wore, etc. 

In Canada , for example, there are any number of it«ps which c#n be sold 
and tsmc.ny others which cannot. 2 very -day new. Hips start uo of which 
a pa|*t co-'os to nothing and -others catch on. The qarket is always at 
the mercy of caprice. There is a step dy demand cnij.y for sheet rlass an.'’ 
bottJ.es, prices of which also remain unaltered, 

j Typewriter ribbons: ’bout 20 to 25 ^ . higher, 

j In 'eastern and. soutlpea|torn countries rur 

} - prices are acceptable, : 

• j ' . ' • I • . 

j , ■ . , Carbon naoer, duplicatin'; stencils triton) 

j and paints: export •'rices are higher because 

j of the great expense of accessary fr.v: mate ri* 

J als, which cost 60C to .BOO cf . more in gwitz- 

! erland than in the Fmtqd States. 


Quality pencils: no export 
difficulties encountered. 


Middle -priced agd cheap none i la: cur prices 
arc about 2 5 to 35 °* higher for the sa r e rea- 
sons as for carbon vo ceil . 


Font an vnx-i there Is a considerable rivalry 
from the German Production which is 30 ^ c'^r-nz 
Another difficulty for t^he American market l 4 ot 
in the f«-»ct thrt t'e .American consumers have, 
accustom vd then selves tq synthetic substitutes 
for nontan wax « 


i Mineral colors: 20 to £0 * higher. 

■ ; ' [ ; ‘ ■ 

"alnut fi’ish: high ryrijee, Ac; r result of 

j German deliveries, ours had to be! narked down 

j from a batic price of 73‘0 Kcs*, f *o rt b v to the 

frontier, to 550 Kcs« 

C eremi c # gl ■ ze s and f r it sj ; Our prices are ,nruc h 
♦ higher bee i use of expensive raw materials. 

j Calcium carbide: 30 to 40 f. higher. 

i . | 

1 ■ Chemical products for tnp metal industry: temoc 

j ing salt i are IB ? more expensive 

. / Borax: ;J0 ! * higher. 

" " / Artificial put: 20 y higher ^rices because of 

tariff iru reases* 

Leather body colors: 20 to 30 * higher* 

. Brewery pitch: not profitable to export been us 
of Swiss :om petition* : 

Accessories for the shoo industry: no hero for 
export b» cause of hi~h cost of rnr materials* 

Disinfectant tablets: eje^ort nr 4 cos cmnot cor 
i pete bo /a use o* the inerjr 33 in cost of a Tun* 

^au do Cologne: prices still meet competition*. But re- 
cently duties have been raised ox cosmetics in sorned count r iu s* 
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Albumin: Able f to compete, but exports 
are limited because of lack *of raw m - 
terials. ; 

s ■ 

Lactic acid: encounters competition 
abroad from morn favorable prices, but 
our ranid delivery time permits export. 


Casein, paste (Kleister }: dissdvantgyaous 
purchase of raw materials governs our hi^h 

prices. 


Charcoal: competitors : prices arc so lov 
that the goods cnnnpt be turned out even 
for domestic consumption, let alone ex- 
ported > 

Pyrotechnic goods ajid Roman candles: al- 
though our prices n re 10 to 15 * higher, ve 
can still compote in tsorne countries* 


The Tendency of, our Price Policy 

In tho^ system , of planned economy, nri.ee hrs brjcope a significant tool of 
economic and sofir.l policy; through prices, the intersit- of production and the a-onnt 
of consumption pan be influenced* 

The execution of such organized attacks demands unconditionally a knowledge 
of the entire economic situation and the trends of development* The tontfenc.v of our 
price policy to. date has proceeded . in the effort to maintain in one rat ion the os- 

[index, which corresponds jroughly to three tune? the price index of 1939 * 


tablished price 


and which, in comparison to other indices, c-\.n be regarded as 'fixed* 


Up to 


the present, three methods hrve been employed In directing nr ice 


policy • 


a* Establishment of fixed prices which the oroducer cannot alter; stands rdi"rtion of 
mobt essential itens of daily need, 

b. Maximum prices which may not be exceeded, although sales are Permissible below 
this limit. ; 


c. Autonomous prices which were set up for the majority of Products; according to 
this method | systematic table s verp set up vhicb t¥ producer is obliged to make 
use of' in determining his selling price. Prices are subject to check by nric es- 
cort rol agencies* This method does not outlaw ..pri.ee increase and is neither 
popular nor; particularly economical, since raw materials aro wasted; nevertheless, 
it creates ^he possibility of competition, which is desirable. " 5 

The present situation demands increase in price control which aims at the 
same time at economic planning; recently, a plan was adopted in resect to the pun 1:, tv 
of products, with particular emphasis on standardization 
a notable improvement in the use of raw; materials. 


of production, coupled with 


On th^ assumption t\v t r n adjustment between unnrofit* hi e prices and other - 
prices is possible within a given enterprise, it rill be possible to lv t o method 
of autonomous prices rail xjr closely, and rometinos, in ndditiqn, rn s n ever to the 
■method of moximijm :>r*ic os or ov«n of fixed "Vrieses. 


; nee i over- 


jm rricos; or ov« 

. i 

In .goiforal, an .attempt to lo; er. the current nricos is dcqmnded 
in;; the price Icjvcl * ould clear up the question of nay rnd scl;rv derv nds end incomer. 
Previous attempts in ' this direction hr ve mostly led to a deforce of + hsi established^* " 
price level, vhjfoh has boon rerticularly unsatisfactory to industrial enteroHsos, ' 
since the price ^ some of their or oducte ?ro lover than the, ermne* of product loo. 
%io situation 41 Us for immediate abandonment of the nrofit principle .(Rontabilitaot) 
Wi<xn ^oyerns , prn^te industry, and the beginning of production sccordipp to the princi- 
ple of socfh.1 r^Wieratlon (Rerounercbilitaet ), i.e. maintenance in some cases of pro- 
duction even at p loss In so far as the social importance of t]e product is higher uhan 
tho losses indicated. 
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%* n m apeak of price polity in general, it is necessary to pas 3 im~ 
Wdiately Ijo the concrete establishment of prices for those of our products 
which constitute the essence of our export, and to the establishment of export 
prices uhioh, along with quality, are the best weapons in the battle of com- 
petition, ir} foreign markets. 


J* order for the exporter to set up correct prices, he must first of 
an start if am production costs, but at the same time, if, possible, take into 
account all data which he has derived from study and analysis of the markets in 
question, T/hlle the bases for cost calculation, in the lipht of exact determina- 
tion of production costs for the enterprise, are not often subject to fluctuations, 
tho extremepy diverse conditions often obtaining in individual foreign markets have 
an effect qn determination of export prices. A decisive influence on these prices 
is also sxejrb.ed by transport conditions, duty, and other taxes which are leveled 
against imported merchandise in the various countries. 


The povernln : 


, '^rincip-Lp, OQ> ever, > ike uyy.t -cunim:' o j" f orei 

. competition johrour ! v ostfibli nhfrient of concrete escort prices, t^c acquis* t*i on of 
necessary amounts of foreign currencies, • i *ith a concurrent effort to "aVc a 
maximum. prorit# Considering the fact that the genera 1 • economic interest $ n 
cc sos will ^ay particular stress on the requirement of foreign currency, !t Is not 
out of the question that occasionally tho condition of making a profit cannot be 
maintained, h,nd perhaps even a loss may occur,, 


Fcjr a corroct price calculation, the exporter must first determine his 
production calculations. This affords him a firm and secure foundation for ludg 
ing whether,, after figuring in further cash disbursements and profits, he is* able 
to compete ih a given market. In the case of larger export undertakings, it is 
necessary to, substitute a double computation of profits, i 0 e,, a production and 
an all-over calculation* 


Expprt prices should be quoted in addition to packing charges. Should, 
be bosslblfi- a SUnrilr»mf>nt,;nTnr fihjnr»ffA fS ghtv»,4 •? n f ^ sell^/y 

to avoid tv-o 


JjfXpprt prices should be quoted in addition to packing charr 
this not be possible, a supplementary charge figured in percentage c 
price must cited. In determining export prices, it is necessary 

mistakes i 


1« The same^ export price is not to be set for all countries* One must bo govern** 
ed by characteristics of the individual markets, as well ns by the special national 
economic interest and the importance of the foreign partner** 


2 a High prices should not be sought on the assumption that the foreign buyer Till 
demand a rebate* A considered foreign ©change program excludes this method; and 


^ ■* • ~~**—*w*^« .v* yiWK.j.oiu unia meunoo; ana 

it is not permitted when distances are great; otherwise, an advantageous business 
transaction flight be lost. 


. . 


Si^petho exporter, in calculating his export prices, has to start by 
calculating his .production, this nust be regarded more closely* It must be ob- 
served in general, first of all, that production exerts a greater pressure, on 
raising of p|lces t&in the reverse* Tho complete determination of industrial 
prices is an ? encounter of tvo forces and interests of various factors. On the one 
hand, regard [must be had to the factors of production which are directed toward 
disturbing tqe .relations between the most Important price -determi ning points, i.e. 
the level of j wages and salary, which has a continually ri si*v? tendency, the 
social obligations and duties// hich often exceed those of before the v-T.r, Opposed 
to these confide rot ions is the basic standpoint of the or ice determiners rho de- 
fend t he interest of stable prices. It is, however, rorih notin? in passi^ th* 
an inexorably insistence on set •.■rices would be harmful, and it is accordingly 
necessary to ^correct even the set prices according to the conditions. In order to 
judge the present situation correctly, it is necessary to indicate through examnles 
hov the calculation is made in some leadin'’' branches of industry, •~ , akinm p compari— 
son at the s^irte tine with pre-war conditions, and estimating the nrooorti ona 1 rise 
in individual price components by means of the expense index.. One can divide un 

oA ft t * • __ i .1* 


>nt 


production expenses under the follow ing main handings: 

ll 


Raw miterials and power 


2,*. Salaries and social administration expenses 
3« Administrative costs . ’ • » 
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\ See .attachment for examples of calculations 

| ' ■ 1 ■ ' ’ 

can be shown by the individual calculations cited in the attachment 
nor the influence of the individual factors is expressed in the price determina- 
tion of various industrial products. The immediate conclusion is that .some 
va riat ions 3ahp(rice8^ arc appropriate and render possible a sound economic under- 
taking; on the contrary, production cannot bo satisfied with other prices, be- 
cause they fre not profitable enough or not profitable et ell, and it is interest- 
in^ that^in* genera Ignore Inappropriate prices turn up 'within the group of maxirum 
prices. In, some cases, ^e.y. coal, not ever a price subsidy can overcome the passivi 
ty of mining operations, for price subsidy covers barely a third of the losses r, n d 

the only relief possible is through the raising of individual, output, -bore only 

BO x production lias been hitherto achieved, as veil .as through increased mechanisa- 
tion of mining operations, creation of greater export, and nossiblv through r defi- 
nitive termination of price subsidy. 

T|e price policy, must consider this, for otherwise the existing dispari- 
ties .in the^ present status of ^ production will increase still more, until they be- 
come real depreciation (valorisiertc Abschreibungen)# which would then signify an 
increase by .three to five tines in this factor. Up to the present, the na lari tv 
of business: enterprises have continued depreciation costs on the basis of ore-vnr 
values. In # this connection, it must be observed that nrices for our coal are far 
belov; the normal European prices (50* of the Belgian and 60 * of the -Cnflish nrices) 
Likewise in^the foundries, the average state of foundry production expenses, if 
tho year 1937 is taken as 100, would figure as 350, while the; price in^cx for the 
present selling prices of foundry products averages 220, and is consequently 130 
less. It ii| natural that such a disparity brings with it unsatisfactory balances 
and shatters the operation of the enterprise. There is the further question of the 
price of pov|er: it can be briefly stated that the economy of the electrical works 
turns up with a slight gain while the gas works are ope rated at a loss. This was 
a short sketch of the results of calculation for key industries. It is necessary 
to draw* sti^l further conclusions from the other forms of industry. Thus the TO ’ner 
industry has many unprofitable products like cellulose, 3 oda nnocr (Uatronpapier ) 
for cement sticks, some wrapping papers, etc. This is understandable in a section 
of industry jin which raw material, i.e. wood, has a price index of 370, a wage in- 
dex calculated at 5Q0* and in which there is an increased demand for cheaper fuels 
while the prjice index of the products varies between 2CC and 270; it may be re- ? 
marked in passing that depreciation costs from the pre-war oeriod are bein°- gradual- 
ly written of? hore, which rill exert still further influence on, price increase. 

The situatiop can be improved, through realisation of new export possibilities at 
suitable prices, as well . rs through a better organization of Production (Rationally 
iwrung)pnd ijicre; sec] c opacity. 

Alsp,in the gloss industry,certnln products ore ^ode at a loss, such 
glass for electrical illumination, cast gloss (Gussglas), gloss for ore serving 
foodstuffs, etc. It must be noted that sogc of the current nrices on the domestic 
market amount to less than three times t!s, nr e-war level, pr barely roach half tho 
pre-war leve| : enamelled glass, half liter beer steins, prq serve glasses, etc* V o 
to the present, unprofitable prices on the domestic market have been balanced bv 
prices gained in export. The policy of two types- of prices, however, one r or do- 
mestic and ‘ o$c for export purposes, cannot bo maintained permanently, particularly 
since export prices are beginning to indicate a tendency tq came down. 

In the other sections of industry— metal, chemical, •wood-wooing, textile, 
leather-working •-> price determine. t ion is carried out through maximun nricos or auto- 
nomous prlcef, . ith the latter . br ©dominating# In mamy cases the method of Auto- 
nomous r-rice^ vvps responsible for considerable gains. 

It ^an be said in general, on tho basis of the analysis carried out for 
the various ^ranches of industry, that price policy is concerned n ith: 


b„ 

I . ■ 

c. 


losing prices 

economically sound prices 

w “ u : y i , 

?^%c|s 'biHngi nr in excessive profits « 


Confoirity and 'compensnti on count "monr the tasks ? of nr ice policy, which 
can be solved only through cooperation of all organs which have an influence on 
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the proper Oetermiztetion of individual expenditures* >Sin$e the entire onus 
of this production question lies outside the sphere of action of the f'inistry of 
Foreign Trade, particular attention must be paid to those matters of concern r*ich 
fall within, the purviews of foreign trade, which means particularly mr material. 

The question of prices for industrial raw materials is only to a slight 
degree a master for domestic nrice determination, for it is mainly dependent w^on 
v;orld markers* Dependence upon raw materials affects purchase and import of about 
thirty industrial raw materials, the majority of which’ must be imported in tote 
from abroad t Since this question is one of the most Important for our production 
and since itj lies outside the realm of our influence, it is necessary to* give an 
exact synopsis of its development, so that this development may indicate exact 
characteristics and may be correctly estimated in the course of further price policy 

i ’ > 

I ' . ;f ♦ ; . 

$ 


! 


! 

! 


j 
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Comment s Totals are incorrect in many cases.) 

Examples of calculations 

Foundry calculation: expenses Incurred in processing rolled sheet iron with « 
total weight pf one ton: ( ‘ 


Kcau^^ 

167 . 60 


Exncnse Index 


Production & * 167*60 

overhead, Yaages 

Fuel, porer 149*10 

i 

5alari.es , 11,60 

Social adminiq^ 
trative expenses 54*20 

Maintenance . 106.50 

I 

Depreciation . 42. 30 

I 

Other expenses 74,10 

Totals ; 585 o 40 


23c 6 

814.71 

39.9 

436 

25.5 

294.70 

■1 

14*4 

198 . 

2. 

44.14 

2*2 

381 

5.8 

201.64 

9 * 2 ! 

590 

18.2 

311.33 

15.2; 

290 

7.2 

39.75 

1.9, 

94 

12.7 

-2?g.aS2L 

- 16.5, 

453 


2042,21 


Metal Production calculation: Expenses in production of an Automobile 


Material, over- 

head : 24,690 

Individual vagis 5,840 

Salaries | 5,237 

Social administrative 
expenses ! 838 

; j 

Other overhead* 5,092 

Acctsway materia] s 1,210 

Price of produc- 
tion . 42,90? 


Sxnense Index Kcs. 

ICC 93,452 
10c 13,250 
10c . 14,160 

ICO 3,674 
100 10,798 
ICO 3*100 

10c 143,290 


Exocnse Index 


Calculations for shoe industry, men's working shoes 


Material 


Index 

100 


1947 

Index 


Production aal£j- 

ries . 100 10 

Production over- 
head 100 ♦ 7 

Administrative .over-; 

head j 100 30 

Totals . ICO ICO i 
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